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MATTER OF:

Charles A. Oravetz - Loan origination fee

DIGEST:  The fact that transferred employee may have been

incorrectly advised by lending institution that

the 1-1/2 percent service charge or loan origination
fee paid by him to secure mortgage for purchase of
residence was not a finance charge provides no basis
for reimbursement of fee since such payment is ex—
pressly precluded by Federal Travel Regulations
(¥PrR 101-7) para. 2-6.2d (ay 1973).

This action involves the claim of Mr. Charles A. Oravetz,
a2 Nationel Oceanic and Atmospheric Administration ewployee, for
reirbursement of the $570 loan origination fee paild by him to
secure a mortgage for the purchase of a residence in St. Peters-
burg, Flerida. The purchase was made incident to a transfer fronm
la Rock, ntkanSdb, to his new of-
o, M avpta claim for reim-
ated aﬂlely upon the
1373 for rsim—

a

hig former duty ctatien in Litt

ficial station in St. Petersbur

bursement of the %570 amount is n

authericy centained at 5 U.5.C. § 1t
t ne i ient to transfer.
T twaze bankers from

> him that their 557C

bursement of rezl estate transac 2
[t is based in part on the fall: of th el
whom he eecured financing to cor

fee constituted z finance cnaLge

The certifying officer whe forwvarded Mr. Cravetz' claim to

.this Cfifice for an advance decicion states tha he advised the

emglo;cn that a lozn orinination feeo const
harge for which reinbursement

evpnqee is pracluded by th i g 1

Regulations (FPMR 101~7) para. 2-6.2d (Ma

e Xpenses, ® % % Interest

on loans, points, aund mortczre discecunts are not
reimbursable, Notwithetanding the cbove, no fee,
cost, charge, or expense is reimburczble which i
determined to be a part of the finance charge under
the Truth in Lending Act, Title I, Pullic Law 90-321,
and Regulation Z issusd pursuant thereto by the Board
of Governore of the Fed

derzl Reserve System., ¥ # &V
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Regulation Z, referencéd above, appears at 12 Code of Federal
Regulations § 226.4 (1575) and provides in pertinent part as
follows:

(a) General Rule. Ixcept as otherwise
rovided in this section, the amount of the .

finance charge in connection with any trans-
action shall be determined as the sum of 211
charges, payable directly or indirectly by the
customer, and imposed directly or indirectly
'by the creditor as an incident to or as a
condition of the extemsion of credit, wvhether
paid or poyable by the customer, the seller,
or any other person ca behalf of the gystomér
to the creditor or to a third party, including
any of the following types of charges:

( (1) Ianterest. time price differential
\ x 14
- and any smouat payable under a discouut or
other systen of additional charges,.

"(2) Service, transaction, activity, or
carrying charge,.

“(3) Loan fee, points, finder's fee, or
similer charge.

"(4) Teo for an appraisal, investigation,

% % & % %

Y{e) 1 proverty
trancaction . in conmecticn
with any rea T rrovided they
are bena fide, reas e and not for
the purpozec of circumventien or cvasion of this
part, shzll not be ivcluded in the finamce charge
sith respect to that transaction:
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"(2) TFees for preparation of deeds, settlement
statements, or other documents.

"(3) Amounts required to be placed or paid
into an escrow or trustee account for future
payments of taxes, insurance, and water, sever,
and land rents.

“(4) TFees for notarizing deeds and other
documents.

"(5)'4Appraisal fees.
"(6) Credit reports.”

Under the above authorities we have held that charges in the
nature of percentage based fees vhich are not identified as being
ra

in payment of otherwise allowable expznses ax considerad parvt

of the cost of mopey under the Ti in Lendino Act and thet the
erployee may not be reimbursed therclor. 176481, Auvgest 11, 1972:
5~-176773, October 25, 1972; B~183177, March 17, 1%75.

Ve are told that Mr. Oravets is now satisficd that the $570
which he paid to the mortgage company is in Iact 2 finance charce
ard that ha doss not c01*cvo orhervise, Nonethelsss lLe belicves
that the mortrage company's advice thzt the fee was not a finance
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closing was part of the 1-1/2% origination fec.
I am enclosing copy of the memorandua from our
home office dated 5/28/75 indicating that you
were to pay an origination fee of 1- 1/2%. “ince
we had alrcadv collected 1% in advance only 1/2%
($190.00) was collected at closing.”

. Notwithstanding that the above~qucted letter is falrly xplicit
in its indication that the fee in question is a service charge or
loan origination fee, either of which constitutes a finance charge,

Mr. Cravetz was ayparently earlier advised otherwise by the lending

company. As there is no documentation In this regard, we assune
the erromeous advice was given orally.

Recarding ir, Cravetz' belief that the lender's erronszous
advice 1s a fact that way warrant payieent of his claim, it should
first be ncted that erroneous edvice given even by the Covernmant 's
owvn agents andé &w TJrvces D"o'iépo no basis for reimbursement of an
i .
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by a Government cmylcv e or agzent that auvthorit; S
established rule of lzv in thid regerd is that anyone entering into
an arrangement with the Government takes the risk of having ascer-
tained that the anent with whon he deals and who purports to act

for the CGovernmcnt stays within the limits of his avthcfﬁLy in s*ucq
as the Government can be n“itvoL unl NOY ¢S
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Clearly t¢he incorrect advice of
an employee of the United

n indiviéual Wﬁo is not even
- L

pet o~ e

of a private lending inctitution cans

£ esgyYve as a basis for Gt:er-
wise unauthoriced expendituraes ic £ v e
find no basis for reirburscne ¢
charne or loan ovizinatioa fe
the purchase of a home at his
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